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The California Department of In-
surance is getting a lot of pressure to 
reject or at the least modify the Work-
ers’ Compensation Insurance Rating 
Bureau’s proposal to carve up the 
8868/9101 private schools classifica-
tions. The proposal would create seven 
new classes and result in 25% annual 
rate increases for many of the affected 
employers. In some cases, the annual 
increases would go on for much of the 
next decade. 

The Bureau is a private organization 
with quasi-governmental responsibil-
ity. It is financially supported exclu-
sively by insurance carriers in whose 
interests it operates.

Overall, the regulatory package in-
cludes 21 classes that will face signifi-
cant rate increases in 2019 and beyond. 
WCIRB policy limits year-to-year 
increases to 25% with the remainder of 
the indicated increases being applied 
in subsequent years. In some cases, it 
will take up to 8 years to fully imple-
ment the rate increase. 

Countering some of this increase 
would be the positive impact on 
X-Mods that would come from creating 
more homogenous groups. As it stands 
currently, the claim frequency rate 
varies significantly among the employ-
ers in 8868 (see claims frequency chart). 
Bureau officials note that carving out 
the high-frequency sectors into their 
own classes will allow these employers 
to be benchmarked against their peers. 
As it is now, these employers appear to 
be outliers compared to the relatively 
safer sectors. The result is a wide swing 
in average X-Mods (see X-Mod chart). 

The controversy over the reclas-
sifications and the indicated rate 
increases is prompting the California 

Controversy Erupts Over Reclassifications 

Department of Insurance to issue an 
additional 15-day comment period to 
ensure that employers are heard. As 
of deadline, the Department had not 
set the final date for comments, but 
it will likely close around August 24. 
CDI attorneys Brent Yim and Patricia 
Hein presided over the public hearing 
and are overseeing the regulations (see 
photo).

The extension means that 2019 
X-Mods will likely be issued later 
than normal. The regulatory package 
includes the proposed expected loss 
rates (ELRs) for each classification that 
are the basis for calculating experience 
rating. Compline will be distributing 
the updated X-Mods as soon as they 
become available. 

Vulnerable Population
Many of the affected employers 

provide services to the developmen-
tally disabled and are dependent on CDI’s Brent Yim and Patricia Hein

government programs to fund their 
operations which limits their ability to 
raise funds to pay for higher work-
ers’ comp costs. In the absence of an 
outright rejection of the class changes, 
they are seeking a lower cap on the 
increase and a six-month delay to time 
the increase with the start of the new 
fiscal year. Additionally, the six-month 
extension would give them time to 
work with state officials for increasing 
program funding.  

“Should the changes to Classifica-
tion 8868 proceed despite objections, 
I would like to request alternative 
consideration for the unfunded finan-
cial implications. Two changes to the 
current proposal could help mitigate 
some of the harm to our community’s 
services: 

1.  limit the relative increase in 
the pure premium rate to 10 
percent per year; and 
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2.  delay the implementation date 
for the changes to new and re-
newal policies with anniversary 
dates on or after July 1, 2019. 

These two changes would allow us 
to budget for the increased workers’ 
compensation costs at the beginning of 
the fiscal year and would allow us to 
seek additional funding for rate relief 
from the Governor and Legislature 
through the FY 2019-20 budget pro-
cess,” says Christopher Rice, executive 
director of the California Disability 
Services Association. 

Several dozen CDSA members 
and others from the industry also 
submitted letters. Each included the 
same request or slight variations on 
this theme of lowering the cap and 
delaying implementation to allow 
the agencies to both budget for the 
increase and to lobby for additional 
funding from the state. The Califor-
nia Supported Living Network, the 
California Association for Adult Day 
Services also filed similar comments in 
opposition to the change. 

One organization, PathPoint, noted 
in its comments that the proposed 
change would boost its workers’ 
comp bill by $192,241 per year. The 
organization serves 2,000 individuals 
with intellectual and developmental 
disabilities. “The only solution for 
PathPoint – and many of the other 
thousands of I/DD providers state-
wide – will be to close programs and/
or reduce services for those who need 
them the most,” says Harry Bruell, 
president, and CEO of PathPoint. 

Not everyone is opposed to the 
changes, however. The principal 
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beneficiaries of the changes – private 
schools remaining in 8868 – maintain 
that “the proposed disaggregation of 
current Classification 8868, through 
the creation of several new classes, 
will result in improved homogeneity, 
and a revised Classification 8868 that 
is better representative of the aca-
demic professionals employed in the 

“The only solution for Path-
Point – and many of the other 
thousands of I/DD providers 
statewide – will be to close 
programs and/or reduce ser-
vices for those who need them 
the most,” 

-- Harry Bruell, 
PathPoint President 

schools served by our association,” 
notes Dr. Ron Reynolds, executive 
director of the California Association 
of Private Schools Organizations. 

CAPSO’s members are in line for a 
40.7% rate reduction as a result of the 
change, but will only see 25 points of 
that change next year if the filing is 
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approved. As with rate increases, the 
Bureau’s policy is to cap the swing at 
25 points either up or down.

Bureau officials noted at the Depart-
ment’s public hearing that they are 
not opposed to the proposal to delay 
implementation and to limit – at least 
initially – the annual rate increases to 

10%. 
The regulatory package also in-

cludes new payroll limits for several 
high-wage/low-risk classes that are 
similar to the existing payroll limits 
for professional athletes and company 
executives. 

The covered classes are 7607 cover-

ing audio/video post-production, 8743 
for mortgage brokers, 8803 for account-
ing and consulting concerns, 8820 for 
law firms and 8859 for programming 
and/or web development. If adopted 
the payroll limits will be determined 
next year and then implement Jan. 1, 
2020.  p
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It is financially supported exclusively 
by insurance carriers in whose interests 
it operates. 

Positive Signs
The industry’s latest experience 

includes a number of positive signs 
for California’s employers. The better 
experience is being driven by SB 863 
known as the Baker Workers’ Comp 
Reforms. The independent medical 
review system being one of the largest 
components bringing down medical 
costs. The reforms were developed 
under the guidance of the respected for-
mer Department of Industrial Relations 
Director Christine Baker. 

Overall, the data indicate that the 
indemnity claim count is down despite 
the persistently high rate of cumulative 
trauma claims in California. The data 
also showed a spike in medical-only 
claims late in 2017, but the current theo-
ry is that this is from better reporting of 
first aid claims. The California Depart-
ment of Insurance and the Bureau have 
put an emphasis on getting first aid 
claims reported and to encourage this 
practice will be eliminating the first 
$250 of every claim from the experience 
rating calculation beginning in 2019. 

WCIRB chief actuary Dave Bellusci 
also notes the continued improvement 
by the industry to close out permanent 
disability claims. He says feedback from 
claims professionals is that the impe-
tus to close out these claims is being 
driven by attorneys on both sides. One 
troubling report though is that workers’ 
comp judges in Southern California 
are beginning to push back on some 
of these quicker settlements. He says 
reports are that the judges are directing 
the parties to go back and negotiate a 
better deal for the injured workers. 

Another positive trend is that 
temporary disability claims are also 
being settled. “We’re now seeing some 
indication over the last year or so that 
TD only claims are moving quicker,” he 
says. 

The data show a steady decline in 
both the median and the mean length 
of temporary disability benefits. Some 
committee members theorized that 
the IMR process is resolving medical 
treatment disputes quicker, which is 
allowing workers to get treatment and 
get back to work quicker. The faster 
settlement rates are also thought to be 
playing a role. 

One of the downsides in the latest 
data is the fact that IMR requests are 
at a new all-time high. The projection 
for 2018 is that there will be 192,380 
requests this year compared to 175,161 
in 2017 (see chart). The initial thought 
behind the program was that the in-
dustry would learn what is and is not 
acceptable under the MTUS and adjust 

behavior accordingly. Instead, reports 
are that the IMRs are becoming almost 
automatic for any and all UR denials 
regardless of how many times similar 
decisions have been upheld in the past. 
UR decisions are upheld over 90% of 
the time. 

Additionally, the number of expedit-
ed hearings at the Workers’ Compensa-
tion Appeals Board over medical issues 
remain stubbornly high. It was thought 
that these would be replaced by IMR, 
but many of the disputes are still run-
ning on a dual track. As one committee 
member noted, this would explain at 
least some of the lack of savings on al-
located loss adjustment expenses which 
are almost entirely defense costs. 

Workers’ Comp Executive will have a 
Flash Report on the 2019 rate indication 
after the Bureau’s Governing Com-
mittee completes its deliberations and 
makes a decision on the Jan. 1, 2019 rate 
filing.  p
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